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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
la Munieipal Broadband Communications Utility
Alta, lowa

We have audited the accompanying balance sheet of Alta Municipal Broadband Communications Utility, a
component umt of City of Alta, as of and for the year ended Decomber 31, 2007, and the related stateraent of
revenues, expenses, and changes in net assets and cash fows for the vear then ended. These financial statements
are the responsibility of the Utility's management. Gur responsibility is to express an opimon on these financial
statements based on our audit.

We conducted our audil in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to oblain reasonable assurance
about whether the financial statements are free of material misstatement. An audit mcludes CXAMINg, on 8 test
basis, evidence supporting the amounts and disclosures i the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates made by management, as well us evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our epinion, the financial statements referred to above present faicly, in all aterial respects, the financial
position af Alta Municipal Broadband Commumications Utility as of December 31, 2007, and the respective
changes m its financial position and cash flows for the vear then ended in conformity with 1.8, penerally
accepted accounting principles.

The Utility has not presented Management’s Discussion and Analysis that accoumting principles gencraily
aceepted in the Uited States has determined is necessary to supplement, althongh not reguired to be part of, the
financial statements.

In accordance with Government Auditing Standards, we have also wssued our report dated July &, 2008, on
our consideration of Alta Municipal Broadband Convmunications Utiiity’s internal condrol over financial reporting
and our tests of its compliance with cerlain provisions of laws, regulations, contracts, grant agreements, and other
matters.  The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and cormplianee and the resulis of that testing and not to provide an opinion on the mternal control over
financial reporting or on compliance, That report is an infegral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the resulis of our audit,

Fuly &, 2008




ALTA MUNICIPAL BROADBAND COMMUNICATIONS UTHITY

CAPITAL ASSETS
Utility plant in service

Less acowmulated depreciation
Total net capital assets

CURRENT ASSETS
Cash and cash equavalents
Accounts receivable
Prepaid expenses
Total current asseis

Total asseis

BALANCE SHELY
DECEMBER 31, 2007

Telephone

CATYV &
Interne

$136,425

68,950

330,562

505,900

FExhiit A

Total

$966.987

274,850

67475

324,002

392137

288032
44 595
2,073

15,940
30,010
2,028

306,972
79,605
4.101

339700

520,978

390,678

R407.175

8375640

782,815

EAABILITIES AND NET ASSELS

CURRENT AND ACCRUED LIABILITIES
Accounts payable
Other canrent and acorued babilites
Total current and acerued tabilities

DEFERRED REVENUT

NELASSETS
Invested m capital agsety, net of related debt
Unrestricted
Total net assets

Total habilities and net assets

The accompanying notes are an integral part of this statement,
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121087
71342

8543, 154
G108

664,281
13,450

128,430

349,292

677731

19,050

30.600

49,650

67475
192,211

324,662
(S28 914

392,137
(3306.703)

239.686

(204,252)

55.434

5407175

5373:040



ALTAMUNICIPAL BROADBAND COMMIINICATIONS UITTLITY

STATEMENT OF REVENUTS, EXPENSTES, AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DE

B

MBER 31

2007

OPERATING REVENUES
Sale of cable services:
Basic cable
Premium channels
Sale of telephone services:
Local
Long distance
Access fees
Internet
Miscellaneous
Total operating revenue

OPERATING EXPENSES
Cost of service and operation expense:
Wages and benefits
Supplies
Uiihities
Other expenses
Circut fees
Basic CATY programming
Premim channe! programming
Internet fees
(Cab fees
Switching fees
Long distance fees
Access fees
Billing fees
Transport fee
Depreciation
Joint use fees
Total cost of service and operation expense

Phstribution expenses:
Wages and benefits
Operating expenses and supplics
Depreciation
Total distribution expenses

Admanistrative and general expense:
Wages and benefits
Oftice supphes and postage
Insurance - emplovees
Insurance — general
Professional fees
Telephone
Techmcal support
Advertising

G

Felephone

228,881
30,493
138,490

1

PO S 1L

408,142

10,278
H

20,068
8,251
6,767
2,313

19,093

59,357
84,446
24,237
22,534
20,437
4,089
3,657
30000

.2306,149

44,555
3691
6,109
5171
4,404
3 HE
3,471
4,992

CATY &
internel

R200.213
10,647

33,410
12,004
6.767
3,357
123,100
5,573
57 069

11,189
80.000

Exhitot 3

Total

$200.213
10.647

228,881

20,493
138,490
138,834

5.070
19.993
123164
8,573
57.069
39357
84 446
24137
22.534
20437
4,089
14846
110,000

335,465

641.618

109
1,272
D824

35721
3,703
9,421
3,020
5126
1,203
3.471
1,596

3,462
6,001
12,094
27

80,276
7,304
15,590
10,2081
14,535
4306

6,942

098K
(Continued)



ALTA MUNICIPAL BROADBAMND COMMUNICATIONS DTTLITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS Exibit B
FOR THE YEAR ENDED DECEMBER 31, 2007 {Contimued)

CATV &

Telephone internet Total

OPERATING EXPENSES - (Contmnued}
Adminisirative and general expense: - (Continued)

Dues and subseriptions

Meeting and travel

Bad debis

(hher expense

Depreciation

Total adrainistrative and general expense
Total operating expenses

$ 0603 $ 1,878
240 480
1,312 1,878
3,090 3.54%
588 1176
LoTL103 156,791
476,195 880,560

Operating meome (loss) 3,771 {120,924) (117,153}

Net assets, beginmng of year 255015 {83,328y 172,587

Net assets, end of year $259.086 $(204.257) 533,434

The accompanying notes are an infegral part of this statement.
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ALTA MUNICIPAL BROADBAND COMMUNICATION: UTILITY

STATEMENT OF CASH FLOWS

FORTHE YEAR ENDED DECEMBER 31 20067

CASH FLOWS FROM OPERATING ACTIVIEIES:
Cash received from custorers
Cash paid to supphiers
Cash paud to employees

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Additons to wility plant

NET INCREASE IN CASH AND
CASH BOUIVALENTS

Cash and cash couivalents at beginning of vear

CASH AND CASH POUIVALENTS AT END

RECONCILIATION OF QPERATING INCOME (1.058)
TOCASH PROVIDED BY OPERATING ACTIVITIES:
Operating income (loss)

Adjustments fo reconcile operating income {loss) to
cash provided by operations:
Depreciation
Changes in assets and labilities:
Decrease in accounts receivabie
Increase m prepaid expenses
Increase in accounts payvable
Increase {decrease) in other liabilities

Total adjustmenis

Net cash provided by operating activities

The accompanying notes are an integral part of this statement.

&

Exhibt ¢
CATV &

Telephone hternet Total
$425 404 5358257 183,601
(295,513) (245.369) {540,882}

{(67.953) {65.061) (136,014)

L B1O3R 44,827 106,765

(2946) (19.463) {19,759
61.642 25,364 87,006
226,390 (6.424) 219,966

$288,032

518,940

2.300,272

b 3071 5120924y $(UI7155)
§.697 50,019 &8,716
17,967 345 18,312
(5K} (463} (9653
33,141 81,904 Fis.045
(1,136 3.946 2,810
Lok 167 165,751 223.918

$.61,938

9..106,763




ALTA MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICT

Alta Municipal Broadband Communications Utility is a component unit of City of Alta.  The Mayor
appoints the trustees of the Utility subjeet to approval by the City Council. The City Council also approves
the LMibity's operating budget.

Alta Municipal Broadband Communications Utiity provides telephone. cable, and intermet services to
consumers 1 Alta, lowa, Sale of cable, internet, and telephone services are billed on the 25% of each month
for service through the end of the following month. Consequently, billings in the amount of $49.650
($47.714 at December 31, 20606) for the month of January have been recorded as deterred revenue., Alta
Municipal Broadband Communications Utitity is billed by their telephone, cable, and mternet providers on a
calendar month basts,

The Utility’s fnancial statements are prepared in conformity with accounting principles generally accepted
i the United States of America as preseribed by the Governmental Accounting Standards Board.

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires managerent to make estimates and assumptions that affect the amounts
reported in the financial statements and sccompanying notes. Actual results may differ from those estimates.

Reporting Entity

For financial reporting purposes. Alta Municipal Broadband Communtcations Utility bas included all funds,
organtzations, agencies, boards, commissions, and authorities. The Utility has also considered all potential
component units for which it 15 financially accountable and other orgamzations for which the nature and
significance of therr relationship with the Utility are such that exclusion would cause the Tnlity’s financial
staternents to be misleading or incomplete, The Governmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include appointing a voiing
majotity of an organization's governing body. and (1) the ability of the Unlity to impose its will on that
organization or (2} the potential for the organization fo provide specific benefits to, or impose specific
financial burdens on, the Utility, Alta Municipal Broadband Communications Utlity has no compenent
units which meet the Governmertal Accounting Standards Board eriteria,

Basis of Presentation

The accounts of Alta Municipal Broadband Communications Utility are organized as an Enterprise Fund.
Enterprise Funds are used to account for operations (a) financed and operated in a manner similar to private
business enterprises, where the intent of the governing body is the costs {expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user chasges or (b) where the governing body has decided periodic determmation ol revenues
carned, expenses meurred, and/or et income s appropriate for capital maintenance, public policy,
maragement control, accountabihty, or other purposes.



ALTA MUNICIPAL BROADBAND COMMUNICATIONS UTHITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES - (Continued)

Measurement Focus and Basis of Accounting

The tinancial statements are reported using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded when a lability s incurred,
regardiess of the timing of related cash flows. Grants and similar ttems are recognized as revenue as soon as
all eligibility requirements bimposed by the provider have been met.

The Utihity applies all applicable GASB pronouncements, as well as the following pronouncements issued on
or before November 30, 1989, unless these pronouncements conflict with or contradict (GASR
pronouncerments:  Financial Accounting Standards Board Statements and Interpretations, Accounting
Principles Board Opimons, and Accounting Rescarch Bulleting of the Committee on Accounting Procedure.

The Utility distinguishes operating revenues and expenses from non-operating items.  Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection
with the Utility’s principal ongomg operations.  All revenues and expenses not meeting this defination are
reported as pon-operating revenues and expenses,

Cash, Investments, and Cash Equivalents - Investments are carried at cost which approximates market value.
For the purpose of reporting cash flows, cash and cash equivalents are readily convertible to known amounts
of cash and, at the day of purchase, have a maturity date no longer than three months.

Ultility Prant -~ Utilsty plant is stated at cost. Cost of labor, materials, supervision, and other costs incurred
making nprovements and replacements to the system, except minor replacements, are charged to the plant
accounts while such costs incurred in making normal repairs, minor replacements, and maintamning the assets

m effictent operating condition are charged to expense.

Provisions for depreciation of distribution plant are computed on a straight-line basts employing a group
method. The original costs of assets retired (not constituting the sale of an operating unit or systerm) together
with the costs of removal less salvage are charged to the related accumulated depreciation accounts. In
accounting for the sale of operating units or systems, gains or losses are refiected in net revenue.

Provisions for depreciation of generzl plant are computed on a swaight-line basis employing the unit
depreciation method. The original cost of property retired is removed from the general plant accounts and
the velated accumulated depreciation accounts are charged for the depreciation taken to date. Gain or toss is
recognized to the extent that the salvage value of the assets retived exceeds or falls short of the remaining
book value of the assets retired.

Compensated Absences - Utility employees accumulate a limited amount of earned but unused vacation
haurs for subsequent use or for payment upon termunation, death, or retirement.  The Utility”s Hability for
accumuiated vacation has been computed based on rates of pay in effect at December 31, 2007.

Budgets and Budgetary Accounting - The Board of Trustees annually adopts a budget on the accrual basis
following required public notice and hearing in accordance with the Code of lowa. The budget may be
amended durmg the year utifizing stmilar statutorily prescribed procedures.

10



ALTA MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

The following 1s a comparison of revenues, expenses, and changes in net assets - actual to budget:

Budget to
Budgeted Actual
Actual Amounts Vananee
Revenues:
Charges for services $ 747,558 § 817,955 $ (70,397
Miscelianeous B R KK L1280 "
763,413 829205
Expenses 880,560 1.014.878
Nex (117153 {185,673) 68,520
Net assets, beginning of vear L A72.587 LAYTS3Y _4264,944)

Net assets, end of vear $.0196.424)

DEPOSITS

The Utlity's deposits in banks at December 31, 2007, were entitely covered by Federal depository
msurance, or by the State Sinking Fund in accordance with Chapter 12C of the Code of Towa. This chapter
provides for additional assessments against the depositories to insure there will be no loss of pubiic funds.

The Utility is authorized by statute to invest public funds in obligations of the United States governmen, 118
agencies and mstrumentalities; certificates of deposit or other evidences of deposit at federallty insured
depository wnstitutions approved by the Board of Trustees; prime eligible bankers acceptances; certain high
rated commercial paper; perfected tepurchase agreements: certain registered open-end management
mvestment companies; certain joint investment trusts; and warranis or improvement cerfificates of a
drainage district,

Interest raie visk - The Utility’s investment policy limits the investment of operating funds {funds expected
to be expended in the current budget year or within 15 months of receipt) to instruments that matare within
397 days. Funds not identified as operating funds may be invested in investments with maturities longer
than 397, days but the maturities shall be consistent with the needs and use of the Utality,

The Utility had no mvestments meeting the disclosure requirements of Governmenial Auditing: Standards
Board Statement Number 3, as amended by Statement Number 40,

CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2007 was as follows:

Beginning Ending

and equipment S 136,129 $ 206 5 - $ 136,423
Diepreciation 61,253  ReY7 - 68050

Captiah assets, net 4] Ly

CATY & Internet

Piant and equipment § 763,986 § 66,576 5 - $ 830,562
Depreciation _A25. 881 A (5,900

Capital assets, net

5(13.443)




ALTA MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

PENSION AND RETIREMENT BENEFITS

The Utlity contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of Towa. IPERS provides
retrement and death benefits which are established by State statute 1o plan members and beneficiaries.
IPERS issues a publicly available financial reporl that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, .0, Box 9117, Des Moines,
Towa, 50306-9117.

Plan members are required to contribute 3.90% (3.70% through June 30, 2007) of their annual covered
salary and the Uity is reguired to contribute 6.05% (5.75% through June 30, 2007) of annual covered
payroll. Contribution requirements are established by State statute. The Utility’s contributions to IPERS for
the years ending December 31, 2007, 2006, and 2005, were $6.771, $6.331, and $6,263, respectively, equal
to the required contribution for each vear.

RISK MANAGEMENT

Alta Municipal Broadband Communications Utility is exposed 1o various risks of loss related {o torts; thefl,
damage to and destruction of assefs; errors and omissions; injurics to employees; and natural disasters.
These nisks are covered by the purchase of commercial inswance. The Utility assumes Hability for any
deductibles and claims 1n excess of coverage limitations. Settied claims from these risks have not exceeded
commiercial insurance coverage i any of the past three fiscal years.

SIGNIFICANT AREA CONCENTRATION OF CREDIT RISK

The Utility extends credit to its customers on terms no more favorable than standard terms of the indusiry #
serves. A substantial portion of the Utility's customers are located in Ala, Jows, The Vibitys credit risks
have been anticipated and management believes that adequate provision has been made for doubtful
accounts.

REEATED PARTY TRANSACTION

Pursuant to lowa Code Chapter 28E.18 concerning the joint use of facilities through sharing agreements, the
Alta Municipal Broadband Communications Utility and the Alta Municipal Utilities have entered into an
agreement wherehy the Communications Utility shall pay the Eleetric Utility the sum of $110.000 (acerved
monthly) ot or before the first day of May each year for the use of a portion of the Communications
distribution system for the previous calendar year. The term of this agreement is forty years and payments
are due May 1 of each year. In February, 2008, the amount was adjusted to §80,000 1o be effective January
1, 2008.
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Board of Trustees
Alta Municipal Broadband Communications Utility
Alta, lowa

The primary purpose of our examination was to formulate an opinion on the financial staterents taken as a
whole. The additional information presented in the following pages was prepared on the basis of audit procedures
apphed in our examination of (he financial statements. This inforimation, while not considered necessary for fair
presentation of the financial statements is, in our opinion, fairly sated in all materia) respects when considered i
refation to the financial statements taken as a whole.

July 8, 2008




TELEPHONE PLANT
Buildings
Distribution systemn

Cther physical property

Total telephone plant in service

CABLE AN
Buildimes
Distribution svstem
Other physical property

INTERNET PLAN

‘Tetal cable and internet plant 11 service

Total plant

Bmanc»

January 1,

2007

$ §0.404
20,587
~33.138

o Unly Planr

Balance

Diecember 31,

296 136425
. 120,808
23650 541535
AL9E 168,229
_66.370 830562
S00, 87

Hatance

Jenuary 1,

2007

Balance
DJecember 31,
Expense 2047
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INDEPENDENT AUDITOR'S REPORT ONINTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Alta Municipal Broadband Communications Utility
Alta, Tows

We have audited the accompanying financial statements of Alta Mumeipal Broadband Communications Utility,
as of and for the year ended December 31, 2007, and have issued our report thereon dated July 8, 2008, We
conducted owr audit in accordance with U.S. generally accepted auditing standards and the standards applieable to
fimancial audits contained in Govermment Auditing Standards, wsued by the Comptroller General of the United
Sates.

Interoal Conteol Over Financial Reporting

In planning and performing our audit, we considered the Utility’s internal contro! over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, bug
not for the purpose of expressing our opinion on the effectiveness of the Utility’s internal control over finarcial
reporting.  Accordingly, we do not express an opinion on the effectiveness of the Utility’s internal control over
financial reporting.

Our constderation of internal control over financial reporting was for the limited purpose deseribed in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencics and other
deficiencies we consider to be material weaknesses,

A control deficiency exists when the design or operation of the control does not allow management or
employees, iu the normal course of performing their assigned functions, to prevent or detect misstatements on a
timely basis. A significant deficiency is a control deficiency. or combination of conirel deficiencies, that adversely
affects the Utlity’s ability to initiate, authorize, record, process, or report financial data veliably in aceordance with
U.S. generally accepted accounting principles such that there is more than a remote likelihood 2 misstatement of the
ttility’s financial statements that is more than inconsequential will not be prevented or detected by the Utility’s
mmiernal control.  We consider the deficiencies in infernal control described in the accompanying Schedule of
Findings to be significant deficiencies in internal control over financial reporting.

A matertal weakness 1s a significant deficiency, or combimation of significant deficicneies, that results in more
than a remote Hkelihood a material misstatement of the financial statements will not be prevented or detected by the
Utility's internal control.

Our consideration of the miernal control over financial reporting was for the limited purpose described in the
[irst paragraph of this section and would uot necessartly identify ail deficiencies in the infemal contral that might he
stgmbicant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered 1o be material weaknesses. However, of the sipnificant deficiencies described above, we believe Rems
(A3, (B, and (C) are material weaknesses.

i3



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Utility’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and coniracts.
noncompliance with which could have a direct and material effect on the determination of financial statement
amounts, However, providing an opimon on complance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinien. The results of our tests disclosed no instances of noncompliance or
other mafters that are required to be reported under Government Auditing Standards.

Comments invelving statutory and other Jegal matters about the Utility's operations for the vear ended
December 31, 2007 are based exclusively on knowledge obtained from procedures performed during our audit of the
financial statements of the Utility. Since our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The comments involving statutory and other fegal
matters are not inlended to constitute legal interpretations of those stajutes.

The Utility’s responses to findings identified i our audit are descrbed i the accompanying Schedule of
Findings. While we have expressed our conclusions on the Utility’s responses, we did not audit responses and,
accordingly, we express no opinion ot them.

This report, a public vecord by law, is intended solely for the imformation and use of the officials, employees,

and citizens of Alla, fowa and other parties to whom Alta Municipal Broadband Communications Utility may report.
This report is not sntended to be and should not be used by anvone other than these specified parties.

July 8, 2008




ALTA MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
SCHEDULE OF FINDHNGS
YEAR ENDED DECEMBER 31, 2007

Findings Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCEH:

No matters were noted.

SIGNIFICANT DEFICIENCIES

(A)

(B)

Segregation of Duties - Cme important aspect of internal control is the segregation of duties
among employees to preveni an individual emplovee from handling duties which are
incompatible, We noted that bank deposits, opening mail, recording receipts and disbursements,
cheeks and payroll preparation, and bank reconciliations are all handled by two individuals.

Recommendanion - We realize that with o Bmited number of office employees, segregation of
duties is difficult.  However, the Uhility should review its control procedures to obtain the
maxitrm internat control possible under the circumstances.

Response - The Utilities will continue to cross-train office employees in an atterapt to alleviate the
problera. This problem may never be one hundred percent cured due to the limited amount of
eruployees to perfornt the duties.

Conclusion - Response aceepled.

blectronic Data Processing Systems — During our review of internal control, the existing control
activities in the Utility’s computer-based systems were evaluated in order to determine that activities,
from a control standpoint, were designed to provide reasonable assurance regarding the achievement
of objectives in the reliability of financial reporting, effectiveness and efficiency of operations, and
complbiance with applicable laws and regulations.  The following weaknesses in the Uility’s
computer-based systems were noted:

The Utility does not have written policies for:

- password privacy and confidentiality,

- requiring password changes because sofiware does not require the user to change
logins/passwords periodically,

- ensuring that only sofiware ticensed to the Utility is installed on computers,

- requiring user profiles to help limit access to programs to those who have a legitimate need.

Also, the Utility does not have a written disaster recovery plan.
Recommendation - The Utility should develop written policies addressing the above itermns in order to

mprove the Utility’s control over computer based systems and a written disaster recovery plan
showld be developed.
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SIGNIFICANT DEFICIENCTES: (Continued)

(B)

()

Blectromie Data Processing Systems - {Continued)

Response - The Utilittes will develop written policies as time allows,

Financial Reporting - We noted that while management (s capable of preparing accurate financial
statermnents that provide information sufficient for Utihty board members to make management
decisions, reporting financial data reliably in accordance with U.S. generally aceepted accountin g
prnciples (GAAP) requires management to possess sufficiert knowledge and expertise to select and
apply aceounting principles and prepare year-end financial sfatements, mctuding footnote
disclosures. Management presently lacks the qualifications and training to appropriately fulfill these
responsibilities, which is a conmmon situation i small entities,

Recommendation - Obtaining additional knowledge through reading relevant accounting literature
and attending local professional education courses should help management significanty improve

Response - Management was hired because of their expertise in utility operations inside and outside
of the office, and their ability to work with specialized professional people, The utility has no pians
on hiring additional people or replacing the existing staff. Therefore, the utility will place their trust
mn the ability of the auditing (irm to prepare yvear-end financial stafements.

Conelusion - Response accepted.

Other Findings Related to Statutory Reporting:

(1

(2)

Budget - Unlity expenditures during the vear ended Decerber 31, 2007 did not exceed the amounts
budgeted.

Questionable Expenditures - We noted no expenditures which may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

Travel Expense - No expenditures of Unility money for travel expenses of spouses of Utthiy officials
or emplovees were noted.

Buginess Transactions - We noted no business transactions between the Utility and Utility officials
ar employees,

Bond Coverage - Surety bond coverage of Utility officials and employees iz in accordance with
statutory provisions.  The amount of coverage should be reviewed annually to insure that the
coverage 1y adeguate tor current operations.
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Other Findings Related to Statutory Reporting: (Continued)

{6) Trustee Minutes - No transactions were found that we believe should have been approved in the
Trustee mmutes but were not.

(7) Deposits _and Investments - We noted no instances of non-compliance with the deposit and
mvestment provisions of Chapter 128 and 12C of the Code of Towa.

(&) Telecomnumications Services — No instances of noncompliance with Chapter 388,10 of the Code of

fowa were noted.
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